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VII. TEXTILES AND CLOTHING TRADE
POST-AGREEMENT ON TEXTILES AND CLOTHING:
CAN TRADE FACILITATION HELP?
By Noordin Azhari
Introduction
Developed and developing countries increasingly recognize that trade facilitation
could be instrumental in saving traders from a great deal of difficulties and wastage of
resources, collectively known as trade transaction costs. The objective of trade facilita-
tion is to reduce the cost of doing business among all parties by eliminating unneces-
sary administrative burdens associated with moving goods and services across borders.
The means of achieving this objective are the simplifiaction, modernization and automa-
tion of trade procedures to match established international standards. Because trade
facilitation is instrumental in removing bottlenecks in import and export, it has also been
referred to as the “plumbing” of international trade.
Trade facilitation may be defined1 as the simplification and harmonization of
international trade procedures, encompassing the activities, practices and formalities
involved in collecting, presenting, communicating and processing data required for the
movement of goods internationally. This definition is related to a wide range of activities
associated with import, export and transit procedures (e.g., customs or licensing
procedures), transport formalities, and payments, insurance and other financial require-
ments. Yet, however one defines trade facilitation, its ultimate meaning is the ease by
which goods move across international borders, whether the goods are arriving at their
final destination or in transit to final consumption in other trading economies.
In the international textiles and clothing trade, tariffs and quotas are indeed
important determinants of trade flows. In the post-ATC period, it has been observed that
market access improvement through tariff reduction and quota removal has been
negated by the imposition of other measures such as the use of antidumping measures,
restrictive rules of origin together with existing administrative and physical barriers. The
latter, coupled with cumbersome border procedures, a lack of infrastructure and high
transportation costs, have the same effect on trade as high tariffs.
According to Nordås (2004), port efficiency, control of corruption and quality of
infrastructure are among the most important trade barriers affecting international produc-
tion networks in the textiles and clothing sectors.
While one can argue over which of these or other barriers are more important, it
cannot be denied that countries with a weak infrastructure and time-consuming border
crossing procedures will be less attractive for inclusion in the international production
networks in the post-ATC period. Furthermore, poor infrastructure and weak control of
corruption reduce the ability of exporting firms to pay decent wages to their workers.
This is because producers cannot significantly affect the market price of their product or
material inputs. When costs are high due to the weaknesses discussed above, labour
costs have to give way.
1 There is no universally agreed definition on trade facilitation yet.172
Many studies that have evaluated the implication of quota-free textiles and
clothing trade have concluded that lead-time is likely to be more important in the
post-ATC market. Therefore, a combination of being dependent on imported intermedi-
ate inputs, having a weak infrastructure and weak control of corruption can be
particularly damaging. Thus, under the post-ATC environment, time taken to reach
markets has become an important factor in determining whether a textile and clothing
company can sustain, or remain within, the global textiles and clothing supply chain
network.
A.  Importance of trade facilitation
Walkenhorst and Yasui (2003) estimated that if transaction costs were reduced
by 1 per cent globally, welfare gains would amount to about US$ 40 billion, with all
countries benefiting and non-OECD countries experiencing the biggest gains in relative
terms. UNCTAD (1994) calculated that trade transaction costs equal to 7-10 per cent of
total value of world trade. European Union estimates that in intra-EC trade, transaction
costs equal between 3.5 per cent and 15 per cent.2
In addition to the above, cumbersome trade procedures and documentary
requirements cause delays in shipments of goods and services that may also be
translated into costs (see table, “Procedural hurdles in trading in selected regions”).
The delays will be compounded if there are minor mistakes in the documents
submitted. With an average of 27-30 different parties involved in a single international
trade transaction involving 40 documents, 200 data elements (30 of which are
repeated many times) and re-keying of 60 per cent to 70 per cent of all data at
least once, mistakes can and do happen along the paper trail.3 The figure, “Data
repetition in trade documentation”, illustrates data repetition by type of documentary
requirement.
Someone has to bear these costs. If the seller absorbs the cost, his profit
margin will be reduced. If he chooses to pass it on the buyer, his price may not be
competitive. This is where the importance of trade facilitation comes in, especially as
most developing countries are dependent on international trade. This becomes more
critical if the seller’s exports contain high proportion of imported intermediate goods.
Thus, an inefficient trade facilitation system cuts both ways.
Trade facilitation is recognized as a tool that reduces time, transaction costs and
the complexity of international trade. Well-targeted trade facilitation measures, such as
the establishment of Single Window facilities, the introduction of a Single Administrative
Document, the application of risk management techniques and “green lanes”, will be
beneficial both to governments and to businesses. Governments benefit from enhanced
revenue collection, better statistics and administrative controls, while businesses benefit
from faster customs clearance. From a country perspective, trade facilitation could lead
to better trade and economic performance. From a regional integration perspective, trade
facilitation can be a useful tool that will promote intraregional trade and the establish-
ment of regional production networks.
2 Estimates vary depending on the methodology and parameters used.
3 See APEC Business Advisory Council Report, 1996173
Procedural hurdles in trading in selected regions
Region/ Documents Signatures Time Documents Signatures Time
Economy for export for export for export for import for import for import
(number) (number) (days) (number) (number) (days)
East Asia & Pacific 7.1 7.2 25.8 10.3 9 28.6
Europe & Central Asia 7.7 10.9 31.6 11.7 15 43
Latin America &
Caribbean 7.5 8 30.3 10.6 11 37
Middle East &
North Africa 7.3 14.5 33.6 10.6 21.3 41.9
OECD 5.3 3.2 12.6 6.9 3.3 14
South Asia 8.1 12.1 33.7 12.8 24 46.5
Sub-Saharan Africa 8.5 18.9 48.6 12.8 29.9 60.5
Source: World Bank at www.doingbusiness.org/ExploreTopics/TradingAcrossBorders/.
Data repetition in trade documentation

























Several studies have tried to estimate the benefits that could be derived from
implementation of trade facilitation measures. According to APEC, a 5 per cent reduction
in trade transaction costs for trade in goods by 2006 would have raised APEC’s GDP by
0.9 per cent, which in absolute terms represents around US$ 154 billion (APEC, 2002).
The APEC study concluded that improvements across the board in trade facilitation in
customs, standards, business mobility and e-commerce would surpass the impact of
tariff reduction on intraregional APEC imports.
The World Bank (2004) report on global economic prospects for 2004 estimated
that enhancing capacity in global trade facilitation would increase world trade in
manufacturing goods by approximately US$ 77 billion, an increase of about 9.7 per
cent.
A European Commission study4 indicated that there were many benefits of trade
facilitation – for governments and citizens alike. It showed that the cost of trade
procedures could represent as much as 4-5 per cent of the overall costs of trade
transaction. This cost is about the same as the current tariff average for trade in
industrial goods by industrialized countries, which is 3.8 per cent. Halving the costs
would mean saving US$ 325 billion annually – money currently being wasted largely at
the expense of SMEs and developing country traders.
As mentioned above, trade transaction costs are reflected not only in the direct
monetary outlays associated with tariffs, freight, insurance, transportation etc., but also
in indirect expenses such as time and uncertainties. A study by Hummels (2001) found
that for United States imports, the time cost of one day in transit is equivalent to an ad
valorem tariff rate of 0.8 per cent, yielding the equivalent of a 16 per cent tariff on an
average ocean shipment of 20 days. An ESCAP time-cost-distance study, using a
modified gravity model, estimated that on average, each additional day that a product
was delayed reduced trade by at least 1 per cent.
Put differently, each day’s delay is equivalent to a country distancing itself from
its trade partners by 85 km on average. Delays have an even greater impact on
developing country exports and the exports of time-sensitive goods, such as perishable
agricultural products. In particular, a day’s delay reduces a country’s relative exports of
time-sensitive to time-insensitive agricultural goods by 7 per cent. Higher-end apparel
may also be considered as “perishable” due to its short lead-time requirement, thus
making it time sensitive.
Recognizing the importance of the contribution of trade facilitation, the following
programmes/action plans have been adopted by various regional groupings and initia-
tives:
(a) The Trade Facilitation Action Plan of APEC;
(b) The Pacific Regional Trade Facilitation Programme of the Pacific island
countries;
(c) The Regional Trade Facilitation Programme of SADC/COMESA; and
4 See http://ec.europa.eu/taxation_customs/resources/documents/trade_facilitation-interest_for_
developing_countries.pdf.175
(d) The Trade and Transport Facilitation Programme in South-East Europe
(being implemented by the World Bank).
The renewed interest in trade facilitation is also influenced by other recent
developments such as WTO trade facilitation negotiations, just-in-time operations and the
need for a swift flow of data and information, and trade and security.
1.  World Trade Organization
Trade facilitation has become a prominent negotiating issue of the WTO Doha
Development Agenda negotiations. The initiation of trade facilitation negotiations by the
July Package has placed this issue in the forefront of the development agenda of most
developing countries. These negotiations are focused on clarifying and improving rel-
evant aspects of GATT Articles V, VIII and X, which contain provisions on goods in
transit, fees and formalities for imports and exports, and transparency issues.
2.  Just-in-time operations
Modern businesses involving just-in-time operations and IT-based processes have
accelerated the pace of doing business and the demand for fast and predictable release
of goods. However, they are often hampered by inefficient customs and other adminis-
trative procedures throughout the complete international supply chain, causing serious
delays in goods delivery and increasing transaction costs.
Several countries in the Asian and Pacific region have implemented modern IT-
based trade methods and have succeeded in reducing these delays. Such trade
methods include paperless environments, ICT-enabled Single Window facilities or
Internet-based systems, all of which enable swift exchange of data and information
electronically. The success stories of Dagang Net in Malaysia, TradeNet of Singapore,
and TradeLink and the Digital Trade and Transportation Network in Hong Kong, China,
could serve as the drivers in the Asian and Pacific region by helping neighbouring
countries to implement similar systems.
3.  Trade and security
Since the 11 September 2001 terrorist attacks, trade security has become an
integral part of the global supply chain. The traditional threat to trade has changed to
threat from trade. The challenge is how to facilitate the secure movement of the vast
majority of legitimate international cargo as efficiently as possible, while at the same
time effectively dealing with the small percentage that may pose a threat to security.
This involves the application, at both the national and the international levels, of the
many existing trade facilitation tools, instruments and recommendations related to the
process and practice of international trade. Such measures could accelerate the
implementation of new trade facilitation techniques and procedures, including risk
management techniques, the concept of authorized traders, pre-arrival clearances or
post-clearance audits, which often require an extensive use of ICT and advance
information.
In this context, trade facilitation and trade security have complementary goals.
The higher information content of many trade security efforts have, as their complement,
improved trade facilitation outcomes. Moreover, it is clear that since many economies176
are well inside the frontier of global best practice in the area of customs and port
logistics, improvement will “kill two birds with one stone” by yielding better trade
facilitation and trade security (APEC, 2002).
B.  Textiles and apparel, post-ATC
1.  Current situation
From 1 January 2005, textiles and clothing, after more than 40 years of
deviation, returned to the general rules and disciplines of WTO. While this change was
expected to bring considerable welfare gains, it also posed some significant challenges
to developing countries.
According to Adhikari and Yamamoto (2005), the textile and clothing market has
been transformed into a buyers’ market, with a small number of large retailers
dominating the sector. The economic power of large retailers, predominantly in devel-
oped countries, has increased substantially over the past few years. In the United
States, for example, the 29 biggest retailers account for 98 per cent of sales. The trend
now is towards greater product specialization, brand names and market segmentation.
These large retailers collect market information about the latest trends in styles and
tastes, and their integration of this information gives them a considerable advantage in
dealing with suppliers (Kelegama and Weeraratne, 2005).
In a buyers’ market, buyers’ preferences shape market response in the exporting
countries. To enhance their competitiveness, the buyers who, in turn, are importers and
retailers are pushing their suppliers hard not only to offer the best prices, but also
premium services in production management, design, delivery and the entire supply
chain management. Increasingly, the United States and European Union importers and
retailers are also requesting overseas suppliers to comply with their practices in ethical
sourcing as well as security measures.
 Under the MFA and ATC, the existence of quotas made it necessary for buyers
to source from different locations. They were compelled to source from locations where
quotas were available, instead of from locations with better competitiveness in textile
and clothing production. The removal of quotas has enabled buyers to source from
locations that offer the most competitive products and services, leading to a reduction of
sourcing locations. Under these circumstances, a typical importer, for example, may
reduce its number of sourcing locations from more than 30 to around 10 after quota
elimination (Nordås, 2004). This is expected to lower administrative costs, given that
some 40 per cent of the time and effort was previously spent on allocations of orders to
a large number of sources. Lead-time has also changed dramatically.
Without quota restrictions, price competition among suppliers will intensify. On
the one hand, lower prices are now possible due to the elimination of quota premiums.
On the other hand, competition will become more intense as newcomers from different
locations, and not just companies holding quotas as in the past, make a great effort to
actively explore the United States and European Union markets. The removal of quotas,
in tandem with an increasing number of new players clamouring for market share, is
exerting enormous downward pressure on the prices of textile and clothing products.
Under this operating environment, while low wages can still give developing
countries a competitive edge in world markets, quick turnaround times are now playing177
a far more crucial role in determining international competitiveness in increasingly time-
sensitive textile and clothing markets.
2.  Production
Between textiles and clothing, textiles are more capital-intensive than clothing;
many LDCs have a comparative advantage in clothing, but less so in textiles. Interna-
tional production networks allow more extensive specialization than inter-industry or
horizontal intra-industry trade. Hence, a country can specialize in, and export labour-
intensive activities within a production network, even if that country does not have a
comparative advantage in all (or even the majority of) activities in a sector. Similarly,
countries that have lost their comparative advantage in a sector can specialize in the
skills and capital-intensive activities, and retain some jobs in the sector. Thus, poor
countries with abundant unskilled labour can enter assembly activities in the clothing
sector at an early stage of industrialization, while rich countries can maintain design,
research and development, and marketing long after production has been relocated to
lower-cost countries.
The clothing industry is particularly fragmented by way of vertical specialization
through the outward processing trade (OPT) method. Under this manufacturing arrange-
ment, the host country imports mostly pre-cut inputs for assembly, sewing and re-
exporting to the country in which production has been arranged, without additional
customs on the exported labour. For low-wage developing countries, the assembly of
imported fabrics into apparel is a simple form of industrial activity. On the other hand,
for developed countries, wage-enhancement transactions strengthen the competitive
position of domestic suppliers by enabling them to transfer the labour-intensive sewing
activities into these low-wage countries. This business is dependent upon achieving
quality to required standards at the cheapest price.
To make OPT work, the cost savings associated with low-wage assembly must
exceed the additional costs of production fragmentation. Any increase in production
costs (labour costs, for example) may prompt the client to turn to competitors.
Competition between suppliers sometimes allows major buyers to obtain discounts on
the price they pay for garments, which in turn further reduces the manufacturers’ profit
margins, together with any prospects their workers have of securing improved condi-
tions.
It is widely known that production wages in the developing world are so low that
they represent a mere fraction of the cost of a garment sold. However, given the very
low prices imposed by the major sourcing companies on their suppliers in developing
countries, the suppliers’ profit margin is small (see box article). Competition between
suppliers sometimes allows major buyers to obtain discounts on the prices they pay for
garments, which in turn further reduces the manufacturers’ profit margins. Costs saving
resulting from the implementation of trade facilitation reforms may be able to contribute
towards ensuring that workers in developing countries receive reasonable wages despite
the low profit margin. If the manufacturers are squeezed over their selling price by the
importers/retailers, the savings from lower internal trade transaction costs can buffer this
downward pressure.
The importance of an efficient transportation infrastructure, reliable and competi-
tive modes of transport, the development of multimodal transport and logistics services
as well as simplified customs procedures for maintaining a competitive edge in the178
highly competitive textile and clothing markets is high.5 Reliability of the transportation
infrastructure and efficiency in customs procedures complement each other in minimiz-
ing transit periods for shipments involved in international trade and can make geographi-
cally remote locations more internationally competitive.
Paramount to the development of the clothing industry is the ability to deliver the
products into the markets against tightly controlled schedules. Many retail groups now
book transport at the same time as placing their orders for production, to ensure that
the products are collected and delivered against their preplanned intake of stock. Late
deliveries, however caused, are no longer acceptable in the highly competitive markets
of Western Europe (Centre for Research and Policy Making, 2005).
Time is therefore a key issue. Ever-shorter deadlines have become one of the
buyers’ central requirements, where just-in-time delivery and logistic services play a
crucial role. For the suppliers, it means having to deliver smaller orders in shorter time
and according to very tight export deadlines. If they fail to do so, they incur fines and
other penalties such as heavier freighting charges.
Profit margins
·
“Chinese textile companies reported an average profit margin of only 3.7 per
cent last year, much lower than the national average of 5.69 per cent for all
industrial enterprises, according to a National Development and Reform Commis-
sion report.” – Xinhua News Agency, 9 February 2007.
·
“The Chinese textile industry is still at the processing stage in the global
industry chain, which features the extensive growth mode and [a] low level of
exports in general. The average profit margin of Chinese textile exporters is only
3 per cent to 5 per cent. Most exports are OEM or ODM products, while only 10
per cent are products with our own brands.” – Minister Bo Xilai at the third
Global Textile Business Forum, 16 June 2006.
·
“…. most exporters are operating at 2-3 per cent profit that used to be around
15 per cent a few years back. … the exporters are not in a position to absorb
the shock if a foreign buyer defaults on goods sent on consignment basis.” –
World Trade Review Pakistan, vol. 7, No. 6.
·
“The clothing and textile sector has seen its profit margin fall to 1.1 per cent, a
huge percentage cut from the five-year average of 2.8 per cent.” – Stephen S.
Poloz, Senior Vice-President, Corporate Affairs and Chief Economist, Export
Development Canada, 30 August 2006.
5 A study of the Bangladesh textile and clothing sector indicated that the era of the 90-day
lead-time would soon be over. A serious effort must therefore be made to strengthen further
backward linkages for producing fabrics, particularly for providing inputs to the export-oriented,
woven-RMG sector. Efficient infrastructure services and port facilities reduce administrative
hassles and a conducive investment environment will be necessary to bring down the cost of
doing business in Bangladesh.179
The traditional system of ordering in bulk to meet consumer demands in the
basic four seasons has dramatically altered. Mid-term collections are becoming more
numerous. Buyers commit later and later, and split their large orders into several small
ones that are delivered all throughout the season.
Pressure to speed up production time is continually increasing in the textile and
fashion field. For example, according to a Puma source: “Lead-times are today impor-
tant. Here we try to shorten lead-times in order to become competitive, especially in
that area where fashion brands are working with very short lead- times, [as] we have to
compete with them” (OXFAM, 2004).
3.  What can trade facilitation reforms do?
International trade has grown rapidly in recent years and, with it, the relative
importance of border procedures such as customs requirements, adding to the costs
incurred by governments and businesses, and ultimately the customers. Indeed, in some
cases, surveys have suggested that border-related costs, such as the expense of
supplying the required customs documentation or the surcharges arising from procedural
delays when importing goods, could total as much as 15 per cent of the value of the
goods being traded (OECD, 2003). By rule of thumb, the incidence is more pronounced
and expenses on border-related charges are higher in developing countries due to
inefficiency and complicated bureaucratic procedures. Therefore, improved trade facilita-
tion is even more critical for the survival of the textile and clothing industry of many
Asia-Pacific region countries in the post-ATC era.
Given the move towards vertical specialization and slicing up of the value chain,
each day saved could provide enormous benefits in terms of enhancing the industry’s
competitiveness. This is more so in the case of time-sensitive clothing products, where
fashion changes rapidly and a delayed consignment could lead to cancellation of orders.
OECD (2004) cites a study by Verma (2002) estimates that Indian companies
suffer a 37 per cent cost disadvantage in shipping containers of clothing products from
Mumbai/Chennai to the east coast of the United States, relative to similar container
shipments originating from Shanghai. This cost disadvantage arises from delays and
inefficiencies in Indian ports. The study also highlights the importance of efficient port
infrastructure, reliable and competitive modes of transportation, and efficient customs
procedures for maintaining an edge in the competitive, time-sensitive and fashion-
oriented textile and clothing markets. Similarly, an Asian Development Bank (2006)
technical assistance study in 2003 found that clothing producers in Bangladesh could
earn 30 per cent more if inefficiencies were removed at Chittagong port.
Trade facilitation also improves government revenue and promotes good gover-
nance through transparency, reduction of corruption, better regulation, due process and
public-private sector cooperation. A study by Engman (2005), which comprised 12
country case studies to evaluate the impact of customs reform on government revenue,
concluded that customs modernization programmes could have a marked positive effect
on the collection of trade taxes, if effectively implemented. The study also mentioned
that several countries had more than doubled their customs revenue after the introduc-
tion of comprehensive reform programmes, and that country experiences also indicated
that even relatively modest modernization programmes had brought quantifiable in-
creases in customs revenue. This finding proved that rationalized and efficient customs
procedures boost customs duty collection. Since the majority of developing countries
depend substantially on customs duties for financing public expenditure, improved trade
facilitation would enhance their ability to augment their revenue.180
Another compelling reason for developing countries to adopt trade facilitation
measures is that because inefficient procedures represent a “fixed overhead”, the
burden is likely to fall disproportionately heavily on small and medium-sized enterprises
(SMEs) of those countries. SMEs are often unable to employ dedicated personnel in
charge of logistics because of resource constraints. Since most of the textiles and
clothing industry in the Asia-Pacific developing countries are SMEs, they will suffer the
most if inadequate attention is given to trade facilitation measures.
IV.  What can be done?
1.  Global level
Improvements in the effectiveness of infrastructural services such as ports and
customs and in infrastructure (both transport and ICT) in general are decisive for export
performance, both within the assembly system and for upgrading to full-package
services. The WTO Doha Round provides an opportunity to implement such reforms in
an international context through the negotiations on trade facilitation where technical
assistance is part of the deal. However, large-scale investments in infrastructure are
often not affordable, at least not in the short term, for many developing countries. On
the other hand, reforms that improve port efficiency and reduce the time for customs
clearance should be possible in the short to medium term, and could have a significant
impact on export performance, employment and wages. In addition, trade policy mea-
sures such as reducing or eliminating tariffs on imported intermediate inputs and
machinery, would improve export performance. Finally, easing constraints, if any, on
foreign direct investment in the textiles and clothing sector and crucial logistics services
could help developing countries become better integrated into global or regional
production networks.
2.  National and regional levels
Because trade facilitation has many stakeholders that cut across both the public
and private sectors, trade facilitation reforms need strong and influential champions to
push the agenda forward on a sustained basis. The private sector, through trade
associations or chambers of commerce, can first propose that their governments take a
closer look at the need for trade facilitation reforms within the country. The overall
objective is to reduce the transaction costs at the national level in a more concerted
and coordinated manner.
Bearing in mind that there is no such thing as “an island of competitiveness” at
the subregional level where RTAs exist, trade facilitation must be accompanied by
similar regional level initiatives. It is imperative that national level reform, at the same
time, ensures that national trade documentation and procedures are standardized and
harmonized within the subregion. This process will ensure that the subregion as a group
is equally efficient. This will encourage investment and the establishment of more
production networks within a subregion. This could overcome the lack of forward and
backward linkages in the textile and clothing sectors in individual developing country.
The linkages could then be augmented at the subregional level if the right investment
climate could be established.
To achieve the above sets of objectives, a step-by-step approach to national and
regional trade and transport facilitation is required. It would be prudent to first assess
the existing trade facilitation environment, including the problematic areas and bottle-181
necks, at the national level. Furthermore, it is necessary to identify the needs and
requirements of individual member countries in trade facilitation, including the capacity-
building priorities. This will allow a more targeted reform programme for addressing or
rectify gaps. There should also be development of an agreed set of trade facilitation
indicators or a trade facilitation index that can be used as benchmarks against which
the relative position of each member country can be measured. Developing such an
index could help in prioritizing elements of national policy and procedures that have an
impact on a country’s “facilitation profile.” Such an index could also help focus public
attention on areas where progress has been made or where work remains to be done.
The implementation of trade facilitation reforms should result in, among others:
(a) Development and adoption of individual national and regional action plans
on trade and transport facilitation reforms;
(b) Implementation of trade facilitation measures aimed at simplifying, stan-
dardizing and harmonizing trade documents and procedures;
(c) The introduction of transparent and consistent rules and procedures;
(d) Establishment of new, or the strengthening of existing national trade and
transport facilitation committees;
(e) Creation of a regional platform on trade and transport facilitation;
(f) Enhancement of public-private partnerships for trade and transport facilita-
tion at the national and regional levels; and
(g) Ensuring interoperability of national Single Window facilities.
To successfully implement any trade facilitation reform or programme, the
following prerequisites are essential:
(a) Political will. This is crucial to providing the required push for the reform.
The different and sometimes contradicting aims of ministries as well as the
relative absence of domestic push on reform can effectively derail a trade
facilitation programme;
(b) National strategy. Governments must have a national strategy in which
trade facilitation plays an important role in enhancing the competitiveness
of traders, especially SMEs;
(c) Effective monitoring. Without effective monitoring, trade facilitation is likely
to fail. Responding to users requirements and feedbacks, checking up on
the implementation of launched programmes and building on the training
provided are all elements of success in this regard;
(d) Human capacity-building. The need here is not extensive courses or
training but in ensuring that trained personnel apply the knowledge ac-
quired;
(e) Infrastructure. Among the most important pillars needed is extensive depen-
dence on automation and computer use. Without automation, trade facilita-
tion with its basic requirements is unlikely to bear fruitful results;182
(f) A national transport facilitation body. Each country must commit to estab-
lishing a National Trade and Transport Facilitation Committee, which will be
the main driver of trade facilitation at the national level. If one already
exists, efforts must be made to make sure it is effective and functioning.
The membership of such a committee must be open to all stakeholders in
both the public and private sectors;
(g) Change management, The implementation of these trade facilitation reforms
needs a dedicated platform in-country as well as at the subregional level in
ASEAN, SAARC/SAFTA and ECO. Such a body or committee would be
responsible for the overall coordination and monitoring of the trade facilita-
tion programme. The private sector representatives must be from those
representing the manufacturers, logistic providers, port operators and SMEs
etc.
V.  Conclusion
Trade facilitation reforms is a generic tool to reduce trade transaction costs and
increase competitveness that can lead to enhancing the overall investment climate of a
nation. Within the context of textiles and clothing, it can help promote backward and
forward linkages for increased investment in the textiles and clothing industry, and more
importantly it can assist the industry in terms of meeting shorter leadtime. A reduction
in the transaction costs, irrespective of the size of the company, is especially critical to
the survival of this industry, which is charaterized by thin profit margins.
The ESCAP mission in the area of trade facilitation is to support activities
dedicated to improving the abilities of traders and the administration by its member
countries of exchanges of goods and services effectively and safely. The main emphasis
needs to be placed on promoting the simplification, harmonization, standardization of
procedures and related documentary requirements in international trade, thus reducing
the transaction costs and time.
ESCAP has been assisting its member countries in developing national trade
facilitation plans of action based on the identification of the needs and priorities of
individual countries; encouraging establishment of new or enhancing of existing national
coordination bodies for facilitating trade and transport; and increasing awareness and
implementation capacity of global and regional legal arrangements related to trade
facilitation. “ESCAP is intensively promoting the establishment of a regional forum for
trade facilitation – the Asia-Pacific Forum for Efficient Trade (AFET) and possible sub-
regional forums to meet and discuss common problems”. In this regard, ESCAP adopts
an inclusive approach in trade facilitation by ensuring that all stakeholders are involved,
i.e., the public sector (all relevant government agencies) and private sector (manufactur-
ers and service providers).183
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